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HOW MANY OF YOU ARE FULLY AWARE OF WHAT HAPPENS TO THE 
Social Security taxes that are regularly deducted from your 
PAYCHECK? I CAN TELL FROM SOME OF YOUR EXPRESSIONS THAT MANY 
OF YOU PROBABLY DON'T KNOW. LET ME ASSURE YOU THAT YOU ARE NOT 
ALONE. IT'S AMAZING JUST HOW LITTLE MOST PEOPLE KNOW ABOUT 
Social Security. Since Social Security eventually plays a 
PROMINENT ROLE IN ALL OF OUR LIVES, I THINK WE OWE IT TO 
OURSELVES —  AND TO OUR FAMILIES —  TO GET ALL THE FACTS AS
SOON AS POSSIBLE.
Today, we will cover some of the basic principles you 
SHOULD KNOW ABOUT SOCIAL SECURITY, SO THAT YOU CAN MAKE THE 
RIGHT DECISIONS TO ENSURE A SOUND FINANCIAL FUTURE. I WILL 
THROW OUT QUITE A FEW NUMBERS. BUT DON'T WORRY ABOUT TAKING 
notes. After my talk, I will give you a brochure which 
SUMMARIZES SOME OF THE MORE IMPORTANT POINTS YOU SHOULD KNOW 
about Social Security.*
In a nutshell. Social Security is our nation's method of 
PROVIDING AN ONGOING BASIC LEVEL OF INCOME FOR YOU AND YOUR 
FAMILY WHEN YOU RETIRE, IF YOU BECOME DISABLED. OR WHEN YOU 
die. Today, almost all Americans are covered by Social 
Security protection as workers or as dependents of workers. 
ABOUT 39 MILLION PEOPLE —  THAT'S ALMOST ONE OUT OF EVERY SIX 
Americans —  collect some kind of Social Security benefit.
* To order the brochure, "Planning For The Future: Your 
Social Security Benefits,” see page 12.
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These benefits totaled more than $240 billion in 1990. Most 
LIKELY, YOU TOO WILL FIND YOURSELF THE RECIPIENT OF SOCIAL 
Security benefits one day.
The most important point I  will make today is that Social 
Security is not intended to be your only source of income 
DURING RETIREMENT OR DISABILITY. RATHER, IT SHOULD BE THE 
FOUNDATION ON WHICH YOU BUILD ADDITIONAL FINANCIAL PLANS. I 
STRONGLY ADVISE YOU TO SUPPLEMENT YOUR FUTURE SOCIAL SECURITY 
INCOME WITH OTHER INVESTMENTS, SUCH AS PENSIONS, INSURANCE, 
SAVINGS, AND PERSONAL RETIREMENT SAVINGS ACCOUNTS.
The basic idea behind Social Security is a simple one. You 
PAY TAXES INTO THE SYSTEM DURING YOUR WORKING YEARS, AND YOU 
AND MEMBERS OF YOUR FAMILY RECEIVE MONTHLY BENEFITS WHEN YOU 
RETIRE OR BECOME DISABLED. OR, YOUR SURVIVORS COLLECT BENEFITS 
WHEN YOU DIE. IN EFFECT, YOUR SOCIAL SECURITY TAXES PAY FOR 
YOUR PARENTS' BENEFITS, AND YOUR CHILDREN'S SOCIAL SECURITY 
TAXES WILL PAY FOR YOUR FUTURE BENEFITS.
Most people tend to think of Social Security as a 
RETIREMENT PROGRAM. ALTHOUGH THIS IS PARTLY TRUE. MANY PEOPLE 
receive Social Security benefits because they are disabled; 
BECAUSE THEY ARE A DEPENDENT OF SOMEONE WHO GETS SOCIAL 
Security; or because they are a widow, widower, or child of 
SOMEONE WHO HAS DIED. SO, DEPENDING ON YOUR CIRCUMSTANCES, YOU 
COULD BE ELIGIBLE FOR SOCIAL SECURITY AT ANY AGE.
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IT ALL STARTS WITH YOUR SOCIAL SECURITY NUMBER. I'M SURE 
THAT MOST OF YOU —  IF NOT ALL OF YOU -- KNOW YOUR SOCIAL 
Security numbers as well as your own names. The Social 
Security number is the most frequently used recordkeeping 
number in America today. Even most young children have a 
number because tax law requires that a Social Security number 
BE SHOWN ON TAX RETURNS FOR ALL DEPENDENTS AGE ONE AND OLDER. 
The Social Security Administration uses your Social Security 
NUMBER TO TRACK YOUR EARNINGS WHILE YOU'RE WORKING AND TO TRACK 
YOUR BENEFITS ONCE YOU'RE ELIGIBLE TO RECEIVE THEM.
Before you are entitled to receive anything, however, you 
MUST WORK A REQUIRED NUMBER OF YEARS AND EARN A CERTAIN AMOUNT 
OF CREDITS. This credit is called "quarters of coverage" and 
YOU MAY EARN A MAXIMUM OF FOUR PER YEAR. IN 1992, YOU RECEIVE 
ONE CREDIT, OR QUARTER OF COVERAGE, FOR EACH $570 YOU EARN. 
keep in mind that this amount increases every year to help keep 
PACE WITH INCREASES IN AVERAGE WAGES.
The number of credits you need to qualify for benefits 
DEPENDS ON YOUR AGE AND THE KIND OF BENEFIT FOR WHICH YOU ARE 
APPLYING. MOST PEOPLE NEED 40 CREDITS —  WHICH EQUALS TEN 
YEARS OF WORK —  BEFORE THEY CAN RECEIVE MONTHLY BENEFITS AT 
RETIREMENT AGE. THE NUMBER OF CREDITS NEEDED FOR DISABILITY OR 
SURVIVORS' BENEFITS DEPENDS ON HOW OLD YOU ARE WHEN YOU BECOME 
DISABLED OR DIE.
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During the course of your working lifetime, you will most 
LIKELY EARN MANY MORE CREDITS THAN YOU NEED TO QUALIFY FOR 
Social Security benefits. However, this will not necessarily 
INCREASE YOUR FUTURE SOCIAL SECURITY BENEFIT. BUT IT WILL 
INCREASE YOUR "AVERAGE" LIFETIME EARNINGS, WHICH IS THE BASIS 
FOR DETERMINING THE AMOUNT OF YOUR BENEFIT. WE'LL TALK MORE 
ABOUT AVERAGE LIFETIME EARNINGS IN A FEW MINUTES.
AS YOU WORK. YOU PAY TAXES FOR SOCIAL SECURITY AND 
Medicare. If you work for someone else, you and your employer 
EACH PAY 7.65 PERCENT OF YOUR GROSS SALARY IN SOCIAL SECURITY 
TAXES. IF YOU ARE SELF-EMPLOYED, YOU PAY 15.3 PERCENT OF YOUR 
TAXABLE INCOME ON YOUR OWN. (HOWEVER, THERE ARE SPECIAL 
DEDUCTIONS SELF-EMPLOYED PEOPLE CAN TAKE WHEN THEY FILE THEIR 
TAX RETURNS.) THE MEDICARE PORTION OF THE SOCIAL SECURITY TAX 
IS 1.45 PERCENT FOR EMPLOYERS AND EMPLOYEES EACH, AND 2.9 
PERCENT FOR SELF-EMPLOYED PEOPLE.
The Social Security tax deduction is usually labeled "FICA" 
ON YOUR PAY STUB. FICA STANDS FOR FEDERAL INSURANCE 
Contributions Act, which is the law that authorized the Social 
Security payroll tax. Keep in mind that Congress does set a 
LIMIT ON HOW MUCH OF YOUR EARNINGS IS TAXABLE. IN 1992, THE 
LIMIT IS $55,500. IF YOU MAKE OVER $55,500, YOU CONTINUE TO 
pay the Medicare portion of the tax up to a limit of $130,200.
- 5 -
You're probably asking yourself now: what's in it for me? 
What do I  get for paying these taxes? The answer is: a 
PACKAGE OF PROTECTION —  CONSISTING OF RETIREMENT, SURVIVORS, 
AND DISABILITY INSURANCE FOR YOU AND YOUR FAMILY WHILE YOU WORK 
AND AFTER YOU RETIRE. AS LONG AS YOU HAVE THE REQUIRED AMOUNT 
OF CREDITS. GENERALLY YOU WILL RECEIVE SOCIAL SECURITY BENEFITS 
IF YOU ARE:
• AGE 62 OR OLDER AND ARE RETIRED.
• UNABLE TO WORK BECAUSE OF AN ILLNESS OR INJURY EXPECTED 
TO LAST A YEAR OR LONGER. OR LESS UNDER CERTAIN 
CIRCUMSTANCES.
•  A WIDOW OR WIDOWER WHO IS AGE 60 OR OLDER; A WIDOW OR 
WIDOWER AGE 50 AND DISABLED; OR A HUSBAND, WIFE, WIDOW 
OR WIDOWER OF ANY AGE WHO CARES FOR A CHILD WHO IS UNDER 
AGE 16 OR PERMANENTLY DISABLED.
•  A DEPENDENT OF A WORKER WHO RETIRES, BECOMES SEVERELY 
DISABLED OR DIES.
Additionally, when you start collecting Social Security 
BENEFITS, OTHER MEMBERS OF YOUR FAMILY MAY ALSO BE ELIGIBLE FOR 
PAYMENTS ON YOUR RECORD. FOR INSTANCE, A SPOUSE WHO IS AGE 62 
OR OLDER MAY BE ELIGIBLE AS LONG AS HE OR SHE DOES NOT COLLECT 
a higher Social Security benefit on his or her own record. If
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YOU OR YOUR SPOUSE ARE CARING FOR A CHILD WHO IS UNDER AGE 16 
OR WHO IS PERMANENTLY DISABLED, HE OR SHE MAY BE ELIGIBLE AT 
ANY AGE.
Others who may be eligible for payments on your record 
INCLUDE CHILDREN WHO ARE UNMARRIED AND UNDER AGE 18; OR UNDER 
AGE 19 IF THEY ARE ENROLLED IN ELEMENTARY OR SECONDARY SCHOOL 
AS A FULL-TIME STUDENT; OR OVER AGE 18 BUT SEVERELY DISABLED,
AS LONG AS THE DISABILITY STARTED BEFORE AGE 22.
IT IS INTERESTING TO NOTE THAT EVEN YOUR EX-SPOUSE, AGE 62 
OR OLDER, MAY RECEIVE BENEFITS ON YOUR RECORD AS LONG AS HE OR 
SHE IS NOT ELIGIBLE FOR AN EQUAL OR HIGHER BENEFIT ON HIS OR 
HER OWN RECORD, OR ON SOMEONE ELSE'S RECORD. IN ADDITION, HE 
OR SHE MUST HAVE BEEN MARRIED TO YOU FOR AT LEAST TEN YEARS.
Let me add that if your ex-spouse does receive benefits on your 
ACCOUNT, IT WILL NOT AFFECT THE AMOUNT OF ANY BENEFITS PAYABLE 
TO YOU OR TO OTHER FAMILY MEMBERS.
Generally, family members are eligible to receive 50 
PERCENT OF YOUR RETIREMENT OR DISABILITY BENEFITS. ALSO, THERE 
IS A LIMIT TO THE AMOUNT OF MONEY THAT CAN BE PAID ON AN 
INDIVIDUAL'S SOCIAL SECURITY RECORD. THE LIMIT VARIES, BUT IT 
IS GENERALLY EQUAL TO ABOUT 150 TO 180 PERCENT OF YOUR BENEFIT 
RATE. IF THE SUM OF THE BENEFITS PAYABLE ON YOUR ACCOUNT IS 
GREATER THAN THIS FAMILY LIMIT, THEN BENEFITS TO FAMILY MEMBERS 
WILL BE REDUCED PROPORTIONATELY. YOUR OWN BENEFIT, HOWEVER, 
WILL NOT BE AFFECTED.
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But just how much will you get from Social Security? 
Essentially, the amount of your benefit depends on such factors 
as your date of birth, the type of benefit you are applying 
FOR. AND MOST IMPORTANTLY, YOUR AVERAGE LIFETIME EARNINGS ON 
WHICH YOU PAID SOCIAL SECURITY TAXES. CURRENTLY. THE AVERAGE 
MONTHLY SOCIAL SECURITY BENEFIT FOR A RETIRED WORKER IS 
$629.00. The maximum monthly benefit for a worker retiring at 
AGE 65 IN 1992 IS $1,088.00. OF COURSE. THE AMOUNT YOU RECEIVE 
WILL DEPEND ON YOUR OWN PARTICULAR CASE.
In effect, your Social Security benefit represents a 
PERCENTAGE OF YOUR AVERAGE MONTHLY WORKING INCOME BASED ON YOUR 
LIFETIME EARNINGS HISTORY. IF YOU EARNED AN AVERAGE INCOME 
DURING YOUR WORKING YEARS, THAT PERCENTAGE IS APPROXIMATELY 42 
PERCENT. FOR PEOPLE IN UPPER INCOME BRACKETS, THE PERCENTAGE 
IS LOWER. And FOR PEOPLE WITH LOWER INCOMES, THE PERCENTAGE IS 
HIGHER. KEEP IN MIND THAT THE LOWEST FIVE YEARS OF ANNUAL 
EARNINGS ARE NOT COUNTED IN FIGURING YOUR AVERAGE LIFETIME 
earnings. Additionally, earnings are adjusted to reflect 
CHANGES IN WAGE LEVELS OVER YOUR WORKING LIFETIME.
Naturally, it is a good idea to keep track of your earnings 
TO MAKE SURE THEY ARE RECORDED CORRECTLY. TO DO THIS, YOU CAN 
obtain Form SSA-7004-PC, Request for Earnings and Benefit 
Estimate, from your local Social Security office and send it to 
the Social Security Administration, for your own benefit, I 
STRONGLY RECOMMEND THAT YOU DO THIS EVERY THREE YEARS.
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While we're on the subject of benefits, let's talk a little 
ABOUT HOW THESE BENEFITS MAY OR MAY NOT BE TAXABLE. VERY FEW 
PEOPLE WHO RECEIVE SOCIAL SECURITY WILL HAVE TO PAY TAXES ON 
THEIR BENEFITS. HOWEVER, IF YOU ARE IN A HIGH-INCOME TAX 
BRACKET. YOU MAY HAVE TO PAY TAXES ON ONE-HALF OF YOUR SOCIAL 
Security benefits. Others may have to pay taxes on a smaller 
AMOUNT OF THEIR BENEFIT.
Generally, your combined income determines whether or not 
your Social Security benefits are taxable. Combined income 
CONSISTS OF YOUR ADJUSTED GROSS INCOME, PLUS ANY NONTAXABLE 
INTEREST, PLUS ONE-HALF OF YOUR SOCIAL SECURITY BENEFITS. IF 
YOUR COMBINED INCOME IS LESS THAN YOUR BENEFITS, NONE OF YOUR 
BENEFITS ARE TAXABLE. ON THE OTHER HAND, YOU WILL HAVE TO PAY 
INCOME TAX ON YOUR SOCIAL SECURITY BENEFITS IF ANY OF THE 
FOLLOWING APPLY TO YOU.
• Your combined income exceeds a base amount of $25,000 
AND YOU FILE A FEDERAL TAX RETURN AS AN INDIVIDUAL.
• Your combined income exceeds a base amount of $32,000 
AND YOU FILE A JOINT FEDERAL TAX RETURN WITH YOUR SPOUSE
• YOU ARE MARRIED AND LIVE WITH YOUR SPOUSE AND YOU FILE A 
SEPARATE TAX RETURN. IN THIS CASE, THERE IS NO BASE
AMOUNT.
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Let's talk about when you will be eligible for retirement 
BENEFITS. AS MOST OF YOU PROBABLY KNOW, TODAY THE AGE WHEN YOU 
CAN RETIRE AND RECEIVE FULL RETIREMENT BENEFITS IS 65. AS LONG 
AS YOU WERE BORN BEFORE 1938, YOU ARE ELIGIBLE FOR FULL SOCIAL 
Security retirement benefits at the age of 65. However, many 
OF YOU MAY NOT KNOW THAT BEGINNING IN THE YEAR 2000, THE AGE AT 
WHICH FULL RETIREMENT BENEFITS ARE PAYABLE WILL GRADUALLY 
INCREASE FROM AGE 65 TO 67.
This provision only affects those who were born in 1938 and 
LATER. FOR EXAMPLE, IF YOU WERE BORN in 1940, YOUR FULL 
RETIREMENT AGE IS 65 AND 6 MONTHS. IF YOU WERE BORN IN 1950, 
YOUR FULL RETIREMENT AGE IS 66. THOSE BORN AFTER 1960 WILL BE 
ELIGIBLE FOR FULL RETIREMENT BENEFITS AT AGE 67.
NO MATTER WHAT YOUR FULL RETIREMENT AGE IS, YOU MAY START 
RECEIVING BENEFITS AS EARLY AS AGE 62. HOWEVER, IF YOU RETIRE 
BETWEEN THE AGES OF 62 AND 64, YOUR BENEFITS WILL BE 
PERMANENTLY REDUCED BY A SMALL PERCENTAGE FOR EACH MONTH BEFORE 
YOUR FULL RETIREMENT AGE. ON THE PLUS SIDE TO THIS, YOU WILL 
COLLECT BENEFITS FOR A LONGER PERIOD OF TIME.
Or, if you're the ambitious type, you may choose to 
CONTINUE WORKING BEYOND YOUR FULL RETIREMENT AGE. IF YOU DO, 
YOU WILL RECEIVE A LARGER SOCIAL SECURITY BENEFIT BECAUSE
- 10 -
WORKING BEYOND AGE 65 WILL INCREASE YOUR AVERAGE LIFETIME 
earnings. Another advantage to this is that you will get a 
SPECIAL CREDIT FOR DELAYING RETIREMENT. FOR PEOPLE TURNING 65 
IN 1992, THE DELAYED RETIREMENT CREDIT IS FOUR PERCENT FOR 
EVERY YEAR THEY DELAY RETIREMENT UP TO AGE 70. THAT RATE WILL 
GRADUALLY INCREASE IN FUTURE YEARS, UNTIL IT REACHES EIGHT 
PERCENT PER YEAR FOR PEOPLE TURNING 65 IN THE YEAR 2008 OR 
LATER.
Each person's financial and personal situation is 
DIFFERENT. I WOULD SUGGEST THAT YOU CONTACT YOUR LOCAL SOCIAL 
Security office to get the specifics on your particular case. 
Then, you can decide when you should retire based on what's 
BEST FOR YOU.
Let me just point out that if you decide to continue 
WORKING AFTER YOUR FULL RETIREMENT AGE AND COLLECT SOCIAL 
Security benefits at the same time, there is a limit to the 
AMOUNT OF MONEY YOU CAN EARN BEFORE YOUR BENEFITS ARE REDUCED. 
For example, if you are under age 65, for every $2.00 you make 
OVER $7,440, YOUR BENEFIT WILL BE REDUCED BY $1.00. IF YOU ARE 
AGE 65 THROUGH 69, FOR EVERY $3.00 YOU MAKE OVER $10,200, YOUR 
BENEFIT WILL BE REDUCED BY $1.00. IF YOU ARE 70 OR OLDER,
THERE IS NO RESTRICTION ON YOUR OUTSIDE EARNINGS.
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NOW I'D LIKE TO TAKE SOME TIME TO DISCUSS MEDICARE 
BENEFITS. YOU WILL BE ELIGIBLE FOR MEDICARE —  AS LONG AS YOU 
ARE ELIGIBLE FOR SOCIAL SECURITY —  WHEN YOU REACH AGE 65, EVEN 
IF YOU KEEP ON WORKING. YOU'RE ALSO ELIGIBLE FOR MEDICARE IF 
YOU ARE UNDER AGE 65 AND YOU HAVE BEEN RECEIVING DISABILITY 
BENEFITS FOR TWO YEARS, OR YOU HAVE PERMANENT KIDNEY FAILURE. 
Others who may be eligible for Medicare include a spouse who is 
AGE 65. DEPENDENTS WHO HAVE BEEN RECEIVING DISABILITY BENEFITS 
FOR TWO YEARS, OR DEPENDENTS WITH PERMANENT KIDNEY FAILURE.
Medicare is divided into two parts —  hospital insurance, 
CALLED PART A COVERAGE, AND MEDICAL INSURANCE, CALLED PART B 
coverage. There is no monthly premium charge for Part A, 
BECAUSE, AS I MENTIONED EARLIER, A PORTION OF YOUR FICA TAXES 
IS EARMARKED FOR IT WHILE YOU ARE WORKING. HOWEVER, IF YOU DO 
NOT QUALIFY FOR SOCIAL SECURITY BENEFITS, YOU CAN PURCHASE PART 
A coverage. Hospital insurance, or Medicare Part A, helps pay 
FOR INPATIENT HOSPITAL CARE. INPATIENT CARE IN A SKILLED 
NURSING FACILITY, HOME HEALTH CARE, AND HOSPICE CARE.
Medical insurance, or Medicare Part B, is financed by 
MONTHLY PREMIUMS PAID BY PEOPLE WHO CHOOSE TO ENROLL. PART B 
COVERAGE HELPS PAY THE COST OF YOUR DOCTOR'S SERVICES, 
OUTPATIENT HOSPITAL SERVICES, AND MANY OTHER MEDICAL SERVICES 
AND SUPPLIES THAT ARE NOT COVERED BY MEDICARE PART A.
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YOU CAN APPLY FOR MEDICARE AT ANY SOCIAL SECURITY OFFICE 
THREE MONTHS BEFORE YOU REACH AGE 65. IF YOU WAIT TO APPLY FOR 
Medicare until the month you reach age 65 or later, you may 
LOSE ONE OR MORE MONTHS OF MEDICARE MEDICAL INSURANCE 
PROTECTION.
In closing, you should be aware that Social Security 
BENEFITS, LIKE MEDICARE BENEFITS, ARE NOT AUTOMATIC. YOU MUST 
APPLY FOR THEM AS WELL. TO RECEIVE DISABILITY OR SURVIVORS' 
BENEFITS, YOU SHOULD APPLY AS SOON AS YOU'RE ELIGIBLE. TO 
RECEIVE RETIREMENT BENEFITS, YOU SHOULD APPLY THREE MONTHS 
BEFORE YOU PLAN TO RETIRE, OR BEFORE YOU WANT YOUR BENEFITS TO 
BEGIN. This WILL ALLOW TIME FOR ALL THE NECESSARY PAPERWORK. 
WHATEVER YOU DO, DON'T WAIT MORE THAN SIX MONTHS TO APPLY FOR 
BENEFITS BECAUSE, GENERALLY, THE LAW DOES NOT ALLOW FOR . 
RETROACTIVE PAYMENTS FOR LONGER THAN SIX MONTHS.
NOW I WOULD BE HAPPY TO TAKE ANY QUESTIONS YOU MIGHT HAVE.
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